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Fax423-587-2299
independent Auditor’s Report

Board of Directors
Grainger County Emergency Communications District
Rutledge, Tennessee

Report on the Financial Statements

| have audited the accompanying statement or net position of Grainger County Emergency
Communications District {the District), a component unit of Grainger County, Tennessee, as of June 30,
2016, and the related statements of revenues, expenses and changes in net position and cash flows for
the year ended June 30, 2016 and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements as listed in the tabje of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

My responsibility is to express an opinion on these financial statements based on my audit. | conducted
my audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that | plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that re
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness



of the entity’s internal control. Accordingly, | express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

[ believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
audit opinion.

Unmodified Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the District, as of June 30, 2016, and the respective changes in financial
position and cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America. )

Change in Accounting Principle

As described in Note 6 and 7, the District adopted the provisions of Governmental Accounting Standards
Board (GASB) Statement No. 68, Accounting and Financial Reporting for Pensions; and GASB Statement
No. 71, Pension Transition for Contributions made Subsequent to the Measurement Date in 2015. My
opinion is not modified with respect to these matters.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4-6 and the Schedule of Changes in the District’s Net Pension Liability
(Asset) Based on Participation in the Public Employee Pension Plan of TCRS on page 24 and the Schedule
of the District’s Contributions Based on Participation in the Public Employee Pension Pian of TCRS on
page 25 be presented to supplement the basic financial statements. Such information although nota
part of the basic financial statements, is required by the governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements in
an appropriate operational, economic or historical context. | have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses
to my inquiries, the basic financial statements, and other knowledge | obtained during my audit of the
basic financial statements. | do not express an opinion or provide any assurance on the information
because the limited procedures do not provide me with sufficient evidence to express an opinion or
provide any assurance.



Other Information

My audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the District’s basic financial statements. The other supplementary information and
the introductory section are presented for purposes of additional analysis and are not a required part of
the basic financial statements.

The other supplementary information is the responsibility of management and is derived from and
relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In my opinion,
the other supplementary information is fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The introductory section has not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, | do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued my report dated December 20,
2016 on my consideration of the District’s internal control over financial reporting and on my tests of its
compliance with certain provisions of faws, regulations, contracts, and grant agreements and other
matters. The purpose of that report if to describe the scope of my testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That reportis an integral part of an audit
performed in accordance with Government Auditing Standards in considering the District’s internal
control over financial reporting and compliance.

J, %//é/lﬂa N

Morristown
December 20, 2016



MANAGEMENT’S DISCUSSION AND ANALYSIS

The discussion and analysis of Grainger County Emergency Communications District (the District)
provides an overview of the Utility’s financial activities for the fiscal year ended 6/30/2016. The
financial statements have been prepared in conformity with accounting principles generally accepted in
the United States of America (GAAP) as applied to government units. The Governmental Accounting
Standards Board (GASB) establishes governmental accounting and financial reporting principles.

Using This Annual Report

This annual report consists of a series of financial statements. The financial statements include the
Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net Position. A
cash flow statement prepared in the direct method is also included in this report. The Cash Flow

Statement is a required statement for the basic financial statements.

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net Position

These statements include all assets and liabilities using the accrual basis of accounting which is similar to
the accounting used by most private-sector companies. Accrual of the current year's revenues and
expenses are taken into account regardless of when cash is received or when expenses are paid.

Table 1
June 30, 2016 June 30,2015  Increase(Decrease) %

Current Assets $ 806,101 S 776,932 S 29,169 3.75%
Capital Assets 243,948 302,497 ( 58,549) -19.35%
Other Assets 23,546 45,351 { 21,805) -48.09%

Total Assets 5_1;073;595 $1,124,780 ${ 51,185) - 4.56%
Deferred outflows of resources $ 26,270 S 6978 $ 19,292 276.46%
Current liabilities S 16,763 S 14,695 S 1,068 7.26%

Total liabilities S 16,763 S 14,695 S 1,068 7.26%
Deferred inflows of resources S 11741 S 15,655 S{ 3,914) -25.00%
Investment in capital assets S 243,948 S 302,497 S (58,549) $-19.35%
Unrestricted 828,413 798,911 29,502 3.69%

Total net position _5_15972!3@1 §1,;01!_408 ${29,047) 2.63%




MANAGEMENT’S DISCUSSION AND ANALYSIS

The District as a Whole

(Continued)

The District’s total net position was $1,072,361 at the end of the fiscal year ending June 30, 2016. This is
a decrease of (29,047) from last year. My analysis focuses on the net position (Table 1) and the changes
in net position (Table 2) of the District. The net assets are broken down into net investment in capital
assets and unrestricted assets. The net investment in capital assets is calculated by taking the cost of
capital assets less depreciation less debt owed on these capital assets. The amount net position shows
the District’s ability to finance operations.

Table 2

Operating Revenue
Non-operating Revenue

Total Revenue
Salaries and Wages
Employee Benefits
Contracted services
Supplies and materials
Depreciation expense
Other charges

Total expenses

Change in Net Position

Beginning Net Position as
previously stated

Prior period adjustment
Beginning net position, restated

Ending net position

June 30, 2016

june 30, 2015

Increase/Decrease % of Change

$ 396,046 S 313,737 $ 82,309 26.00%
266,250 341,851 (75,604) -22.00%
662,296 655,588 6,708 1.00%
396,967 369,382 27,585 7.46%
83,947 77,251 6,696 8.66%
80,297 82,251 ( 1,954) 2.37%
16,832 13,931 2,901 2.68%
90,033 87,096 2,937 3.37%
23,267 30,091 ( 6,824) 22.67%
691,343 660,002 31,341 4.24%

(  29,047) ( 4,414) (24,633) -558.00%

- 1,071,999 - -

- 33,823 - -
1,101,408 1,105,822 - -

$ 1,072,361  $1,101,408 (29,047) -2.64%




MANAGEMENT’S DlS,CU;SS'lON AND ANALYSIS
(Continued)

Capital Assets and Debt Administration

At the end of the fiscal year, the Utility had $ 243,946 in\/;est,ed in a broad range of capital assets. This
amount represents a net decrease of $ (58,549) in capita! assets from last year. The additions to capital
assets includes the following: ‘3

Communication Equipment S 29,764
Furniture & Fixtures 361
Office Equipment 1,358
Total S 31,483
June 30,2016 June 30, 2015
Capital Assets, net of depreciation S 243;",946 S 302,497
Debt

The District has no outstanding debt at the fiscal year end, and there are no plans to issue debt as of the
date of these financial statements. :



GRAINGER COUNTY EMERGENCY} COMMUNICATIONS DISTRICT
STATEMENT OF NET POSITION

June 30, 2016
Assets
Current assets: ;
Cash and cash equivalents " S 604,805
Total current assets ; 604,805
) Segregated assets:
Investments — Certificate of deposit : v 201,296

Capital assets:
Capital assets, net of accumulated depreciation

totafing $ 291,424 243,948

Other assets:
Net pension asset ; 23,546
Total Assets 1,073,585

Deferred Outfiows of Resources
Deferred Outflows related to pensions ﬁ 26,270
Liabilities

Current liabilities:

Accrued employee leave 13,193
Other current liabilities 2,570
Total liabilities 15,763

Deferred Inflows of Resources
L

Pension changes in investment earnings 11,741

The accompanying notes are an integral
part of these financial statements.

7
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GRAINGER COUNTY EMERGENCY commumumoms DISTRICT
STATEMENT OF NET POSITION (CONTINUED)
June 30, 2016

Net Position -

Net position:
Investment in capital assets j 243,948
Unrestricted _ : 828,413

Total net position S 1,072,361

The accompanying notes aifre an integral
part of these financial statements.

8



GRAINGER COUNTY EMERGENCY CGMM.UNICATIONS DISTRICT
STATEMENT OF REVENUES, EXPENSES A,ND CHANGES IN NET POSITION
For the Fiscal Year Ende;d June 30, 2016

Operating revenue:

TECB distribution of 911 surcharged (base amount) S 388,560
TECB excess fund distribution ; 7,486
396,046
Operating expenses: 1
Salaries and wages f 396,967
Employee benefits 3 83,947
Contracted services i 80,297
Supplies and materials ‘ 16,832
Other charges : - 23,267
601,310
Operating margin (loss) before depreciation : { 205,264)
Depreciation expense ‘ 90,033
Qperating margin (loss) ; (295,297)
Non-operating revenQe (expense)

Interest income : 2,130
Contribution — primary government 212,500
Contribution — municipalities 40,250
TECB — reimbursements 11,136
Miscellaneous income 7 234

266,250
Change in net position (  29,047)

Net position, beginning of year 1,101,408
Net position, end of year ‘ S 1,072,361

The accompanying notesiare an integral
e o
part of these financial statements.

9



GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT

STATEMENT OF CASH FLOWS
For the Fiscal Year .En‘yded June 30, 2016

Cash flows from operating activities:
. Cash received from service fees and other
operating revenues
Miscellaneous income
Cash paid to suppliers for goods and services
Cash paid to employees for services provided

Net cash used by operating activities

Cash flows from noncapital financing activities:
Cash received from municipal governments
State Emergency Board — reimbursements
Contribution from primary government

Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:

Leasehold and office equipment additions

Net cash used by capital and related financing activities

Cash flows from investing activities:
Interest income

Net cash used by investing activities
Net Increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

The accompanying notes are an integral
part of these financial statements.

$ 395,710
234
(204,343)
(396,967)

(205,366)

40,250
11,136
212,500

262,592

(31,483)

(31,483)

2,130

2,130

27,873
* 576,932

$. 604,805

By



GRAINGER COUNTY EM ERG.EN,C—,;Y COMMUNICATINS DISTRICT
STATEMENT OF CASH ELGWS {CONTINUED)
For the Fiscal Year _Er?ﬁd'e,d-lune 30, 2016

Reconciliation of operating margin (loss) to net cash
used by operating activities:

Operating margin (loss)
Adjustments to reconcile operating margin {loss)
to net cash used by operating activities:
Depreciation
Miscellaneous Income
Increase in deferred outflows
Decrease in Net pension asset
Decrease in deferred inflows
Increase in accrued expenses
Increase in accrued employee leave

Net cash used by operating activities

The accompanying ndtes are an integral
part of these finangial statements.

11

$ (295,297)

90,033
234
(19,292)
21,805
( 3,914)
810
255

S (205,368)



GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTSRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2016

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Grainger County Emergency Communications District is a 911 service which receives telephone
calls requesting emergency services and provides for the dispatch of emergency service units.
The District is included in the financial reporting of the primary government of Grainger
County, Tennessee. The District meets the criteria for including an organization as a
component of another government entity.

Basis of Presentation

The financial statements of the District have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP). The District follows ali
pronouncements set forth by the Governmental Accounting Standards Board {GASB) which is
the body for the establishment of governmental accounting and financial reporting policies.
The District functions as a proprietary fund known as an Enterprise Fund which is financed and
operated in a way similar to private business enterprises whose costs are financed through
user charges. Assets and liabilities are included on the Statement of Net Position. Operating
statements present increases and decreases in net assets as revenues and expenses,
Proprietary funds are presented using the accrual basis of accounting where income is reported
when earned and expenses are recorded at the time the liability is incurred.

Net Position

Net Position is classified into three components — 1)investment in capital assets, 2)restricted
debt service, and 3)unrestricted.

Operating and Non-operating Revenues and Expenses

The operating income of proprietary funds are the revenues and expenses related to the
operations of the fund. This would mean that principal revenues such as charges to
customers for sales or service are presented as operating income. The costs of providing
goods or services are presented as operating expenses. Depreciation and administrative cost
are included as operating costs. All other revenues and costs are considered non-operating
in the financial statements.

12




GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
June 30, 2016

Cash and Cash Equivalents

The District considers all highly liquid investments-having original maturity dates of three
months or less to be cash equivalents.

Capital Assets
Assets purchased by the District are recorded at cost. Contributed assets are recorded at
fair market value at the time of contribution. Repairs and maintenance are expenses.

Depreciation is calculated on the assets using the straight-line method.

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requ§res management to make estimates and
assumptions that affect certain repotted amounts an disclosures. Accordingly, actual results
could differ from those estimates. ‘

Budgetary Principles

The Board of Directors adopts an annual budgeét with all revisions having to be approved by
The Board. All annual appropriations lapse at fiscal year end. The District records
encumbrances as the equivalents of expenditu‘ires in the budget. This is a difference from
accounting principles generally accepted in thé United States of America (GAAP).

Restricted and Unrestricted Resources

The District has a policy to use unrestricted resources first and then restricted resources as
they are needed. ‘

13



GRAINGER COUNTY EMERGENCY ¢0M MUNICATIONS DISTRICT
NOTES TO BASIC FINANCIAL S’l’fA?I?E-MENTS (CONTINUED)
June 30, 2016

Pensions

For purposes of measuring the net pension liability, déferred outflows of resources and

deferred inflows of resources related to pensions, and; pension expense, information about the
fiduciary net position of Grainger County Emergency Gommunications District’s participation in the
Public Employee Retirement Plan of the Tennessee Cofnsolidated Retirement System (TCRS), and
additions to/deductions from Grainger County Emergéncy Communications District’s fiduciary net
position have been determined on the same basis as tbey are reported by the TCRS for the Public
Employee Retirement Plan. For this purpose, beneﬁitsi(in'cluding refunds of employee contributions)
are recognized when due and payable in accordance V\i/ith the benefit terms of the Public Employee
Retirement Plan of TCRS. Investments are reported at fair value.

NOTE 2: CASH AND INVESTMENTS

Cash consisted of the following at June 30, 2016:
Cash in Bank 04 0!
This Certificate of Deposit

has an interest rate of .65%
Certificate of Deposit $ 201,296

At June 30, 2016, $250,000 of the District’s deposits isiinsured by federal depository insurance and the
remaining is collateralized by securities pledged to the| District and held by a third party in the District’s
name. State law and bond requirements prohibit invejstments that are not secured or insured by

the U.S. Government. ‘

14



GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
June 30, 2016

NOTE 3: CAPITAL ASSETS

Capital assets consisted of the following as of June 30, 2016:

Depreciation charged to expense totaled $90,033 for the year ended June 30, 2016.

15

Beginning Ending Depreciation
Balance Increases Decreases  Balance Rates
Capital assets, being depreciated
Communication equipment $ 451,427 S 29,764 S - $481,191 10-20%
Building and improvements 8,315 - - 8,315
Furniture and fixtures 3,982 361 - 4,343 10%
Office equipment 10,663 1,358 - 12,021 20%
Vehicles 29,501 - - 29,501 20%
Total capital assets, being v
depreciated 503,888 31,483 - 535,371
Less accumulated depreciation for: v
Communication equipment ( 182,405) (77,883) - {260,288)
Building and improvements ( 5,246) (. 1,188) - { 6,434)
Furniture and fixtures ( 517) (' 1,157) - ([ 1,674)
Office equipment ( 3,388) ( 3,905) - ( 7,293)
Vehicles { 9,834) .(; 5,900) - {15734)
Total accumulated depreciation  ( 201,390) _ (90,033) - (291,423)
Total capital assets, being
depreciated, net 302,498 _ (I58,550) - 243,948
Total net capital assets $_302,498 _(58,550) - 243,048



GRAINGER COUNTY E'«MERZGENCY COMMUNICATIONS DISTRICT
NOTES TO BASIC FI NANCI}AL STATEMENTS (CONTINUED)

June 30, 2016

NOTE 4: RISK MANAGEMENT

The District is exposed to various risks of loss related to natural disasters, errors and omissions,
injuries to employees, and theft, damage, or @EStructiQn of assets. The District does purchase
commercial insurance for all of these risks. Thjere have been no claims that have exceeded the
insurance coverage during the past three year$.

NOTE 5: COMPENSATED ABSENCES

Unpaid vacation leave totaled $ 13,193 for the fiscal year ended June 30, 2016. Employees of
the District may accrue annual vacation leavé up to a maximum of 192 hours. Full-time
employees can accumulate up to 120 hours oi‘f'v»acation time depending upon the years of
service. The breakdown is below:

Hours Earned YEARS. OF SERVICE

40 HOURS 1-2
80 HOURS 3-10
120 HOURS 11-15

Full-time employees earn sick pay at one day per month for a total of 12 days per year.
These days can be accumulated and carried forward without any limitations. Under the
Tennessee Consolidated Retirement System, unused sick leave credit days can be counted
toward their retirement to the extent allowed. No accrual of sick leave has been made
since management’s belief is that sick leave dées, not vest.

16




GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2016

NOTE 6: RETIREMENT

Plan description. Employees of Grainger County Emergency Communications District are
provided a defined benefit pension plan through the Public Employee Retirement Plan, an
agent multiple-employer pension plan administered by the TCRS. The TCRS was created by
state statue under Tennessee Code Annotated Title 8, Chapters 34-37. The TCRS Board of
Trustees is responsible for the proper operation and administration of the TCRS. The
Tennessee Treasury Department, an agency in the legislative branch of state government,
administers the plans of the TCRS. The TCRS issues a publically available financial report
that can be obtained at www.treasury.tn.gov/tcrs.

Benefits provided. Tennessee Code Annotated Title 8, Chapters 34-37 establishes the benefit
terms and can be amended only by the Tennessee General assembly. The chief legislative

body may adopt the benefit terms permitted by statute. Members are eligible to retire with an
unreduced benefit at age 60 with 5 years of service credit or after 30 years of service credit
regardless of age. Benefits are determined by a formula using the member’s highest five
consecutive year average compensation and the member’s years of service credit. Reduced
benefits for early retirement are available at age 55 and vested. Members vest with five years of
service credit. Service related disability benefits are provided regardless of length of service.

Five years of service is required for non-service related disability eligibility. The service related
and non-service related disability benefits are determined in the same manner as a service
retirement benefit but are reduced 10 percent and include projected service credits. A variety
of death benefits are available under various eligibility criteria.

Member and beneficiary annuitants are entitled to automatic cost of living adjustments {COLAs)
after retirement. A Cola is granted each July for annuitants retired prior to the 2" of

July of the previous year. The COLA is based on the change in the consumer price index {CPI)
during the prior calendar year, capped at 3 percent, and applied to the current benefit. No
COLA is granted if the change in the CPl is less than one-half percent. A one percent COLA is
granted if the CP| change is between one-half percent and one percent. A member who leaves
employment may withdraw their employee contributions, plus any accumulated interest.

17



GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2016

Employees covered by benefit terms. At the measurement date of June 30, 2015, the following
employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 0

Inactive employees entitled to but not yet receiving benefits 11

Active employees 6
17

Contributions. Contributions for employees are established in the statutes governing the TCRS and
may only be changed by the Tennessee General Assembly. Employees contribute 5 percent of salary.
Grainger County Emergency Communications District makes employer contributions at the rate set

by the Board of Trustees as determined by an actuarial valuation. For the year ended June 30, 2015,
the Actuarially Determined Contribution (ADC) for Grainger County Emergency Communications
District was $5,917 based on a rate of 2.21 percent of covered payroll. By law, employer contributions
required to be paid. The TCRS may intercept Grainger County Emergency Communications District’s
state shared taxes if required employer contributions are not remitted. The employer’s ADC and
member contributions are expected to finance the costs of benefits earned by members during the
year, the cost of administration, as well as an amortized portion of any unfunded liability.

NET PENSION LIABILITY (ASSET)

Grainger County Emergency Communications District’s net pension liability (asset) was measured as
of June 30, 2015, and the total pension liability (asset) used to calculate net pension liability (asset)
was determined by an actuarial valuation as of that date.

Actuarial assumptions. The total pension liability as of June 30, 2015 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the

measurement:
Inflation 3.0 percent
Salary Increases Graded salary ranges from 8.97 to 3.71 percent based on

age, including inflation, averaging 4.25 percent

18



GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016
Investment rate of return 7.5 percent, net of pension plan
investment expenses, including inflation
Cost-of-Living Adjustment 2.5 percent

Mortality rates were based on actual experience from the June 30, 2012 actuarial experience study
adjusted for some of the expected future improvement in life expectancy.

The actuarial assumptions used in the June 30, 2015 actuarial valuation were based on the results
of an actuarial experience study performed for the period July 1, 2008 through June 30, 2012. The
demographic assumptions were adjusted to more closely reflect actual and expected future
experience.

The long-term expected rate of return on pension plan investments was established by the TCRS
Board of Trustees in conjunction with the June 30, 2012 actuarial experience study by considering
the following three techniques: (1) the 25-year historical return of the TCRS at June 30, 2012,

(2) the historical market returns of asset classes from 1926 to 2012 using the TCRS investment
policy asset allocation, and (3) capital market projections that were utilized as a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns,
net of pension plan investment expense and inflation) are developed for each major asset class.
Four sources of capital market projections were blended and utilized in the third technique.

The blended capital market projection established the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and
by adding inflation of 3 percent. The target allocation and best estimates of arithmetic real rates
of return for each major asset class are summarized in the following table:

Long-Term Expected

Asset Class Real Rate of Return Target Allocation
U.S. equity 6.46% 33%
Developed market international equity 6.26% 17%
Emerging market international equity 6.40% 5%
Private equity and strategic lending 4.61% 8%
U.S. fixed income 0.98% 29%
Real estate 4.73% 7%
Short-term securities 0.00% 1%

100%

19



GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2016

The long-term expected rate of return on pension plan investments was established by the
TCRS Board of Trustees as 7.5 percent based on a blending of the three factors described
above. ‘

Discount rate. The discount rate used to measure thejtotal pension liability was 7.5 percent.
The projection of cash flows used to determine the disfcount rate assumed that employee
contributions will be made at the current rate and that contributions from Grainger County
Emergency Communications District will be made at thi_e actuarially determined contribution
rate pursuant to a actuarial valuation in accordance with the funding policy of the TCRS Board
of Trustees and as required to be paid by state statute; Based on those assumptions, the
pension plan’s fiduciary net position was projected to be available to make projected future
benefit payments of current active and inactive membiers. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the total pension liabiljty.
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GRAINGER COUNTY EMERGENCY ¢QMMUN].CATIONS DISTRICT
NOTES TO THE FINANCIAL 5TI$3I?EMENTS':(CQNTINUE)
June 30, 2016

CHANGES IN THE NET PENSION LIABILITY (ASSET)

~ Increase (Decrease)

Plan Net Pension
Total Pension . Fiduciary Net Liability
Liahility (Asset) Position (Asset)
(a) (b) ()
Balance at 6/30/14 $207,457 $252,808 ($ 45,351)
Changes for the year: .
Service Cost $ 19,592 $ 19,592
Interest $17,024 $ 17,024
Differences between expected and
actual experience $11,648 3 $ 11,648
Contributions — employers S 5,917 (S 5,917)
Contributions - employees $12,915 ($ 12,915)
Net investment income S 8,033 (S 8,033)
Benefit payments, including refunds
of employee contributions (s 137) (s 137)
Administrative expense . (S 406) S 406
Other changes
Net changes $48,127 S 26,322 $ 21,805
Balance at 6/30/15 $255,584 $279,130 (S 23,546)
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GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
June 30, 2016

Sensitivity of the net pension liability (asset) to changes in the discount rate. The following
presents the net pension liability (asset) of Grainger County Emergency Communications
District calculated using the discount rate of 7.5 percent, as well as what the net pension
liability (asset) would be if it were calculated using a discount rate that is 1-percentage-point
lower (6.5 percent) or 1-percentage-point higher (8.5 percent) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.5%) (7.5%) (8.5%)
Grainger County Emergency
Communications District’s net pension
liability (asset) $25,173 ($ 23,546) ($60,486)

PENSION EXPENSE AND DEFERRED OUTFOWS OF RESOURCES AND DEFERRED INFLOWS OF
RESOURCES RELATED TO PENSIONS

Pension expense. For the year ended June 30, 2016, Grainger County Emergency
Communications District recognized pension expense of $4,477.

Deferred outflows of resources and deferred inflows of resources. For the year ended June 30,
2016, Grainger County Emergency Communications District reported deferred outflows of
resources and deferred inflows of resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources

Differences between expected and actual experience S 11,246
Net difference between projected and actual
earnings on pension plan investments S 9,290 S 11,741
Contributions subsequent to the measurement date
of June 30, 2015 S 5,878

Total S 26,414 S 11,741

The amount shown above for “Contributions subsequent to the measurement date of June 30, 2016,”
will be recognized as a reduction (increase) to net pension liability (asset) in the following measurement

period.
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GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO THE FINANCIAL S":!'ATEMENTS (CONTINUED)

June 30, 2016

Year Ended June 30:

2017 | $16
2018 $16
2019 | 816
2020 | $3,930
2021 $ 1,607
Thereafter $3,214

in the table shown above, positive amounts will increase pension expense while negative amounts will
decrease pension expense.

Payable to the Pension Plan

At June 30, 2016, Grainger Count Emergency Communications District reported a payable of $698
for the outstanding amount of contributions to the pe?h?sion plan required-at theyear ended June
30, 2016.
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SCHEDULES OF CHANGES IN GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT’S
NET PENSION LIABILITY (ASSET) AND RELATED RATIOS BASED ON PARTICIPATION IN THE

PUBLIC EMPLOYEE PENSION PLAN OF TCRS
Last Fiscal Year Ending June 30

2014 2015

Total pension liability (asset)
Service charge $ 19,198 $ 19,592 -
Interest $ 15,001 S 17,024
Changes in benefit terms - -
Differences between actual & expected experience S 1,356 S 11,648
Change of assumptions - -
Benefit payments, including refunds of employee contrib _(S 17,825) (s 137)
Net change in total pension liability (asset) S 17,720 S 48,127
Total pension liability (asset) —beginning S 189,737 S 207,457
Total pension liability (asset)-ending (a) S 207,457 S 255,584
Plan fiduciary net position
Contributions — employer S 7,737 $ 5,917
Contributions - employee S 11,537 S 12,915
Net investment income $ 35,800 $ 8,033
Benefit payments, including refunds of employee contrib ($ 17,825) ($ 137)
Administrative expense (6 624) (s 406)
Other - -
Net change in plan fiduciary net position $ 36,985 S 26,322
Plan fiduciary net position-beginning $215,823 S 252,808
Plan fiduciary net position-ending (b) S 252,808 S 279,130
Net Pension Liability (asset)-ending (a) — (b) (S 45351) (S 23,546)
Plan fiduciary net position as a percentage of total

pension liability 121.86% 109.21%
Covered payroll $230,743 $267,736
Net Pension liability(asset) as a % of covered payroll {19.65)% (8.97)%

This is a 10-year schedule; however, the information in this schedule is not required to be presented
retroactively. Years will added to this schedule in future fiscal years until 10 years info is available.
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SCHEDULE OF GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT CONTRIBUTION
BASED ON PARTICIPATION IN THE PUBLIC EMPLOYEE PENSION PLAN OF TCRS
Last Fiscal Year ending June 30

2014 2015 2016
Actuarially determined contribution S 7,737 $5,917 $ 5,878
Contributions in relation to the
actuarially determined contribution S 7,737 $5,917 S 5,878
Contribution deficiency (excess) - - -
Covered payrol} $230,743 $267,736 $287,670
Contribution as a percentage of
covered payroll 3.35% 2.21% 2.04%

This is a 10-year schedule; however, the information in this schedule is not required to be presented
retroactively. Years will be added to this schedule in future fiscal years until 10 years of information
is available.

Notes to Schedule
Valuation date: Actuarially determined contribution rate for 2016 were calculated based on the

luly 1, 2013 actuarial valuation.

Methods and assumptions used to determine contribution rates:

Actuarial cost method Frozen initial liability
Amortization method Level dollar, closed (not to exceed 20 years)
Remaining amortization period 8 years
Asset valuation 10-year smoothed within a 20 percent corridor

to market value
Inflation 3.0 percent
Salary Increases Graded salary ranges from 8.97 to 3.71 percent

based on age, including inflation
Investment Rate of Return 7.5 percent, net of investment, including inflation
Retirement Age Pattern of retirement determined by experience study
Mortality Customized table based on actual experience including an

adjustment for some anticipated improvement
Cost of Living Adjustments 2.5 percent
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GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
For the Year Ended June 30, 2016

Note: The budget and the accounting basis is different. This Statement of Comparison of Budget and
Actual Amounts is prepared on the budget basis.

Budgeted Amount Actual Difference
Amounts Comparison
Original Final 2016 2016
Operating Revenue
TECB Distribution of 911 Surcharges
Base Amount 388,560 388,560 388,560 -0-
Total Operating Revenue 388,560 388,560 388,560 -0-
Operating Expenses
Salaries and Wages:
Director 50,000 50,000 50,000 -0-
Administrative Personnel 38,000 38,000 38,000 -0-
Dispatchers/Telecommunicators 275,500 275,500 267,671 ( 7,829}
Mapping/Address Personnel 20,500 20,500 16,083 { 4,417)
Part-time Personnel 15,500 15,500 13,306 { 2,194)
Pay Benuses 4,700 4,700 4,699 ( 1)
Longevity Pay 7,500 7,500 6,950 { 550)
Subtotal Salaries and Wages 411,700 411,700 396,709 { 14991)
Employee Benefits:
Social Security 25,000 25,000 24,596 ( 404)
Medicare 6,300 6,300 5,752 ( 548)
Life insurance 300 300 189 { 111)
Medical Insurance 49,900 49,900 47,787 ( 2,113)
Unemployment Compensation 2,200 2,200 1,146 ( 1,054)
Pension Expense 7,000 7,000 4477 { 2,523)
Subtotal Employee Benefits 90,700 90,700 83,947 { 6,753)
Total Salaries and Employee Benefits 502,400 502,400 480,656 (21,744)

The “Difference” column is not required. However, a comparison between actual and the original or the
final budget, ciearly identified as appropriate, may be included.
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GRAINGER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
SCHEDULE OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS (CONTINUED)
For the Year Ended June 30, 2016

Other than Payroll Operating Expenses:

Contracted Services

Advertising 100 100 -0- {( 100)
Audit Services 7,800 7,800 7,898 98
Accounting/Bookkeeping 400 400 -0- ( 400)
Contracts with Private Agencies 6,500 6,500 9,115 2,615
Data Processing Services 800 800 -0- ( 800)
Fees Paid to Service Providers 28,500 28,500 27,177 { 1,323)
Maintenance Agreements 35,000 35,000 30,980 ( 4,020)
Maintenance-Comm Equip 3,500 3,500 3,104 ( 396)
Maintenance — Vehicles 1,200 1,200 160 ( 1,040)
Maintenance ~ Office Equip 200 200 -0- { 200)
Fuel — Vehicles 1,500 1,500 818 ( 682)
Supplies, Materials and Maintenance
Office Supplies 2,200 2,200 3,090 890
Data Processing Supplies 300 300 120 180)
Postage 400 400 377 { 23)
Uniforms and Shirts 1,500 1,500 1,437 63)
Utilities — Electric 1,000 1,000 1,056 56
Utilities — Natural Gas 300 300 210 ( 90)
Utilities — General Telephone 8,800 8,800 8,667 ( 133)
Utilities — Cell Phones 2,200 2,200 1,781 ( 419)
Other Charges
Bank Charges 100 100 50 ( 50)
Board Meetings 200 200 50 ( 150)
Dues and Memberships 900 900 569 { 331)
Employee Testing 200 200 -0- ( 200)
Workman’s Compensation 1,500 1,500 899 ( 601)
Insurance — All 10,500 10,500 10,570 70
Legal Notices 100 100 -0- ( 100)
Licenses and Fees 700 700 400 ( 300)
Premiums on Surety Bonds 800 800 525 { 275)
Public Education 1,000 1,000 991 { 9)
Service Awards 1,500 1,500 754 { 746)
Training Expenses 3,200 3,200 2,821 ( 379)
Travel Expenses 7,500 7,500 5,637 ( 1,863)
Depreciation 55,000 55,000 90,033 35,033
Total Other Than Payroll Expenses 185,400 185,400 209,289 23,889
Total Operating Expenses 687,800 687,800 689,945 2,145
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GRAINGER COUNTY EMERGENCY C(?MMUNIGATIONS DISTRICT
SCHEDULE OF COMPARISON OF BUDGET AND.ACTUAL AMOUNTS (CONTINUED)
For the Year Ended June 30, 2016

Non-Operating Revenues (Expenses):
Interest Income
Contributions from Primary Governments
Contributions — Bean Station
Contributions — Blaine
Contributions — Rutledge
TECB Reimbursements
Miscellaneous Income
Total Non-operating Revenue (Expenses)

650 650 834 ( 184)
212,500 212,500 212,500 -0-
18,2$o 18,250 18,250 -0-
10,000 10,000 10,000 -0-
12,000 12,000 12,000 -0-
11,069 11,069 11,136 { 67)
1,000 1,000 236 764
265,469 264,956
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T.J0Y WILDER CPA

P.0.BOX 2061
6050 WANDREW JOHNSON HWY
MORRISTOWN,TN 37816

Phone 423-587-2114 MemberAIGPA
Fax423-587-2299

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Grainger County Emergency Communications District
Rutledge, Tennessee

I have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in the Government Auditing
Standards issued by the Comptroller of the United States, the financial statements of Grainger County
Emergency Communications District (the District), a component unit of Grainger County, Tennessee, as
of and for the year ended June 30, 2016, and the related notes to the financial statements, which
collectively comprise the District’s basic financial statements, and have issued my report thereon dated
December 20, 2016.

A deficiency in internal control exists when the design or operation of a control does not allow
management of employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or corrected on a timely basis.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

My consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during my audit, | did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of
material misstatement, | performed tests of its complian;ce with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. Howéver providing an opinion on compliance with
those provisions was not an objective of my audit and, accordmgly, | do not express such an opinion.

The results of my tests disclosed no instances of noncomplsance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scopejof my testing of internal control and
compliance and the resuits of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in cons;i"d ering the entity’s internal control and
compliance. Accordingly, this communication is not suitalible for any other purpose.

I fh Oty A2

Morristown, Tennessee
December 20, 2016
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GRAINGER COUNTY EMERGENCY|COMMUNICATIONS DISTRICT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
JUNE 30, 2016

There were no prior year ﬁvndings.
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